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Private banking has emerged as one of the hottest growth areas in the financial services industry, especially in Asia.
Be it financial institutions that are ramping up their existing operations in private banking, or new entrants – typically
old European names, setting up presence here to tap the Asian market – the industry has, over the past few years,
become a lively space.
According to the Capgemini/ Merrill Lynch Wealth Management Report of 2007, the annual average growth rate of
the private banking industry in Asia between 2006 and 2011 was estimated to be 8.6%, outpacing the 6.8% global
average. Furthermore, as wealth creation in regional economies continues, the growth rate is expected to pick up
further, translating into burgeoning chunks of assets handed over to the wealth management industry. 
However, beyond the low-hanging fruits, real challenges abound for industry practitioners. Industry players have to
deal with not just finite resources, but also extremely competitive markets. How will they ensure a strong and
sustainable presence? Ang Ser-Keng (http://www.business.smu.edu.sg/faculty/finance/skang.asp), a senior lecturer
of finance at SMU’s Lee Kong Chian School of Business (http://www.business.smu.edu.sg/index.asp), attempted
some answers in his recent paper, A Qualitative Study on the Challenges of Private Banking in Asia, published in The
Journal of Wealth Management. Ang, a former investment banker, discussed several key factors that could bring
success in private banking as well as the issues that management of private banks should address in crafting a
winning strategy in Asia.
First, to set the parameters properly, Ang used Foehn and Bamert’s definition of private banking as “a business area
in which high net worth and/or high-income private individuals are offered tailor-made financial advisory, investment,
and management services on a comprehensive, long-term basis.” Literature on this subject cites factors such as
management strategy, size, brand, technology, spread of products and services, and the ability to hire good bankers
who understand that private banking is a long term relationship business, for the success of a private bank.
The key thrust of Ang’s qualitative study involved a series of in-depth interviews as well as focus groups conducted
with private banking practitioners. These bankers come with 2-18 years of private banking experience; they hail from
local, regional, and international banks; some of them converted to private banking from other banking jobs like
those in corporate, consumer banking or credit management.
A few good bankers
As private banking is essentially a “highly personalised business”, the quality of service rendered is very important.
Ang noted this can be achieved in part by adopting a relationship-oriented approach to marketing. Such an approach
is more effective than the traditional transaction-oriented paradigm because the personal touch of the banker
represents a key source of competitive advantage which competitors cannot easily mimic.
However, the banker must first obtain the client’s trust that he will deliver high quality service. The interviewees
believe that trust from clients can only be built through years of caring for their clients with integrity, through the
good and bad times. This implies that a 'good' banker has to have been in the industry for a number of years – in
order that the relationship gets put to the test as markets go up and down. One of the interviewees said: “To really
make a good banker, you have to be in the industry for least five years. In fact, I would say it is seven years. In
seven years’ time you are very likely to experience at least a mini-bear cycle, to qualify yourself as a full-fledged
banker.”
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Interviewees also revealed that the ability to recruit, train, motivate and retain good bankers, is key to the
expansion of the clientele and the volume of assets that clients hand over to the care of the banks. This is because
“bankers who are able to gain the trust of their clients will also gain new clients through referrals – the predominant
means of gaining new clients in the industry". Another interviewee explained: “When they [the client] welcome you
to their family, you become a family friend. Then you will have dinners with the family, and then you know every
single one of their sons, their daughters, their son-in-laws and all that.”
As a result of the boom of the industry, the shortage of experienced private bankers has become more acute. To
meet the shortfall, the interviewees noted that “banks have been turning to hiring from other sectors of the financial
services industry, as well as other industries”. Most of them feel that it is important that they “are properly
converted via rigorous training”.
Fragmented industry
The industry is also fragmented by nature, with even the biggest names owning merely a few percentage points
market share. At the same time, clients are increasingly sophisticated, which means, they demand more personal
attention. This has the effect of translating into higher running costs for the private banks. In this respect, an
interviewee said: “A wealthy person would not want to put all his eggs in one basket, and wealthy clients also
understand that each bank has its own strengths and weaknesses.”
With industry fragmentation and the distinctiveness of each segment, Ang said it is “important that management has
a clear vision of the segment it wishes to target and commits to building the requisite culture to address that
segment.”
There has to be a certain level of consistency too. On this, one of the interviewees stated: “The most important
criteria would be the culture of the organisation. It has to be consistent and persistent. This particular philosophy
has to be adopted throughout, year-in-year-out, no matter how many changes in management.”
Brands and infrastructure
For this service-oriented business, it is important to build and maintain a good brand too. The interviewees agree
that a private banking business with a good branding represents reputation and service quality, which goes towards
providing clients with the peace of mind that their hard-earned money is in good hands. For some clients, where
they bank is also a form of status symbol that they can use to show others in their business and social circles that
they have “succeeded in life”.
While relationships between private bankers and their clients are important, private bankers require a supporting
“infrastructure” – the middle and back office colleagues, the systems, facilities, etc. – to meet clients’ needs.
“Bankers feel that good infrastructure allows them to focus on relationship building and not get distracted and
frustrated by the problems at the back end,” he noted. However, they generally agree that this is not a critical
success factor. Ang added it seemed that “a focus on product spread and pricing, per se, does not create
competitive advantage, since the entire universe of products, both internal and external, can be used to meet the
specific needs of the client with the adoption of open architecture”.
A common problem within the private banking industry, especially at such a fast-growing phase, is the rapid turnover
among private bankers, decamping for rivals, who dangled a higher salary. Quite often, clients served by these
bankers would be persuaded to move their assets to the new banks. To counter this, many banks have adopted a
strategy of “institutionalisation”, which involves exposing clients to the institutional brand, platform, and multiple
layers of contacts within the bank to cut down chances of client defection. While Ang’s interviewees felt that such
a strategy makes sense, they noted that “it is the ability to attract, develop, and retain high-quality bankers that is
crucial to the success of a private bank”.
Second generations and cross-selling
Ang’s study, besides pointing out the challenges, also highlighted some emerging trends and their implications for the
industry. First is the trans-generational transfer of wealth and how the industry needs to meet a different need.
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From what his interviewees reported, many of their clients are first- or second-generation patriarchs, who made
their wealth largely from the real estate boom in the 1970s and 1980s. They are largely still in control of the family
wealth.
However, as these clients eventually pass on, wealth will be transferred to the second or third generations. They
found that “the latter generations are better educated; savvier in investing; better informed; and more prone to risk
seeking”. They are typically more performance-oriented and trade more actively, which to the interviewees, implies
that “they are less emotionally attached to the banking relationship”. So, Ang concluded that the “older bankers
who have been serving the older generation need to keep in touch with the new generations in order to keep in pace
with their growth and development and win their trust too”.
A second trend, especially pertinent to the ultra-high-net-worth clients, is the growing opportunity for banks to
cross-sell products and services. For example, banks will not just offer asset management services for their clients.
As these clients are typically business and real estate owners, private bankers are in the right spot to refer their
clients to their colleagues in other divisions of the bank, like corporate finance. From the perspective of the
interviewees, such a cross-selling strategy is an emerging critical success factor, as “it represents opportunities to
the private bank from a number of perspectives: revenues from additional banking products; the additional AUM
(Assets Under Management) that gets managed if the assets are monetised; and the increase in the level stickiness
of the client base.”
An interviewee said: “In the past 20 or 30 years, private banking has always been investments in traditional asset
classes, but increasingly you realise that everything is becoming so commoditised. A large part of the clients’ wealth
is in their business, so private banks have to reach into the corporate pockets of the clients by being able to offer
corporate services outside of traditional investments.” Nevertheless, while such opportunities might be seemingly
obvious, Ang’s interviewees felt that the banks have not organised themselves to take full advantage of such cross-
selling opportunities.
Conclusion
It is easy to get heady by the seemingly enormous growth opportunities that private banking presents, and Ang’s
article is a reminder that “in building a highly successful private banking presence in Asia, management needs to
understand and address the key issues that are unique to the region”.
For one, providing personalised services and solutions “requires management to adopt a highly focused strategy with
respect to the segment it wishes to target, given the high segmentation of the industry. To do this, private banks
need to build their capabilities, and that includes developing “a solid game plan to attract, develop, motivate, and
retain bankers”. Such bankers must “have a deep understanding of clients’ needs and the markets, as well as
changes in the environment” in order to give the banks an advantage over the competition.
Also, Ang believes that management might want to “consider restructuring the organisation to enhance its ability to
seize the opportunity for cross-selling” while at the same time, reducing any inherent risks of pursuing such a
strategy. Finally, he feels that “management needs a strategy to address imminent changes brought about by
wealth transfer in Asia, as well as the emergence of the bank’s reputation as an important criterion to Asian clients”.
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